
Minutes

November 27, 2007


The Workshop of Public Utility District No. 1 of Mason County Board of Commissioners was called to order at 10:00 a.m. on November 27, 2007 at the District Office Board Room in Potlatch.

	Present
Karl Denison – President

Jack Janda – Vice-President
Ron Gold – Secretary

Steve Taylor – General Manager

Debbie Knipschield – Director of Administrative Services
Greg Kester - Auditor/Director of Finance

Tracy Colard – Director of Operations


	Visitors
Kirsten Watts, BPA
Lynn Aspaas, BPA

Mark Ralston, BPA

David Galle, Customer


DISCUSSION 

Budget Review
· Greg presented the second review of the electric budget with revenues of $5,554.555, power costs at $2,315,808, total expenditures of $4,182,968 resulting in next margins of $310,448 and a TIER of 1.76.
· The electric budget includes a new ½ time employee
· The capital budget of $969,856 includes replacement of overhead and underground in the Alderbrook, Colony Surf, and the Dosewallips areas.
· The board will have the opportunity to review each project for approval prior to implementation of the project
· The general plant budget reflects removing a replacement for the Jeep Cherokee and adding $2,000 to office furniture and removing $4,000 from another line item. There was discussion regarding budgeted amounts for computer software and hardware 
· Ron expressed his concern regarding dollars allocated to building improvements rather than equipment purchases
· It was noted that the equipment fund is allocated a dollar amount on a monthly basis to provide funding for equipment purchases
· Steve will be meeting with the Economic Development Council to discuss funding opportunities for an architectural review as it would relate to economic development along Hood Canal
· The second review of the water budget reflects revenues of $1,046,500, total cost of water service at $950,266 resulting in net margins of $246,234 and TIER of 1.89
· The water budget includes a new ½ time employee 
· The capital projects reflect $1,076,892 including reservoir replacements, water line replacements, water system plans, and meters
· Steve has requested that Rob Johnson draft a letter of understanding with the Madrona Beach Association that the PUD would be willing to get another engineering estimate for the water system improvements if they are willing to accept the estimate and associated costs if it’s approved by the Department of Health to enable the PUD to move forward following board approval
· The final review and approval of the budgets is scheduled for December
Employee Wage/Cost of Living Adjustment

· Steve presented the process for the employee wage and cost of living adjustments 
· Total increases in wages include the cost of living and performance ratings
Conservation Presentation

· A presentation relating to Bonneville funded conservation programs available and offered to PUD 1 customers was presented 
· The Conservation Rate Credit program offered includes appliance rebates, New Energy Star Manufactured and Site Built incentives, CFL Bulbs rebate, commercial lighting, insulation, and duct sealing incentives
· Appliance rebates and commercial lighting incentives are funded by a three year conservation rate credit program.  The program is funded by a credit on the PUD’s power bill in the amount of $107,136 for a three year period beginning October 2006 through September 31, 2009
· The Multisector Offer program includes incentives for retrofit commercial lighting and sub project such as the  LED signs for the casino and the Hood Canal Grocery
· The Multisector Offer Implementation Budget is $59,611 with $30,064 remaining 
· If the Implementation Budget is used prior to September 30, 2009 the PUD could request additional funding
Medical Benefits

· The PUD offers Medical Benefits to the employees and commissioners through the State of Washington Benefits Board (PEBB)
· The PEBB medical plans that the employees are enrolled in include Group Health, Aetna Public Employees Program, and Uniform Medical

· The 2008 employee premium costs are $17,771.88, the employer premium costs are $277.278.84 including contributions to VEBA accounts for employees enrolled in the Uniform Medical plan
PUD Web Site Updates

· The PUD website has been re-designed and additional information has been added including a link to the PPC site for updates on the Regional Exchange and Residential Exchange issues
BPA Presentation

· Bonneville presented background on the Regional Dialogue and the Residential Exchange

· An agreement has been reached between the IOU’s and PPC.  Jack noted that although the two parties have reached an agreement does not mean that all the public utilities are supportive of the agreement
· There has been no decision made by Mason County PUD #1 board and others
· Bonneville will look at individual recommendations that came forth from the collaborative process and determine whether or not 1) they will fit within the scope or realm of legality that BPA can function in, and 2) whether it is something that could be supportable in terms of putting together the average system cost methodology that will need to be constructed for 2009
· The recommendations will need to be entered into the discussions for the rate case

· The recommendations will be looked at as issues for consideration so there is nothing guaranteed relative to them being applied
· An interim agreement has been brought forward by Bonneville to provide some rate relief during this heating season.  The process is moving fairly quickly

· Terry Mundorf is working with Bonneville representing public utilities to figure out how the agreements will be structured, establish terms, and payments to be returned
· A prototype will be out for customers to review by mid December 

· Based on feedback from customers, BPA will offer the agreement and give all utilities the opportunity to consider whether or not they want to enter into those interim agreements
· The utilities will have two weeks to review the prototype, and two months to review the final document 
· Bonneville would like to have the final document out for consideration for signature about one week following the two month review process 

· The goal is to have the documents in the utilities hands no later than February 2008

· If the utilities do not sign the agreement then they do not receive the refund at that time and wait for the full formal process to conclude and go forward from there
· If the utilities do sign the interim agreement they will be subject to a true up that will be determined when the full process is concluded 
· Bonneville is interested in starting the formal process by entering into the interim agreements
· There is a standstill agreement where BPA will be asking customers to sign, and by signing it will preclude the customers from suing BPA
· It was noted that this type of an agreement is very distasteful

· The Mid Columbia PUDs were included in the original Residential Exchange calculation and is one of Mason County PUD #1 issues

· Jack noted that our customers want to see the PUD stay within the law 
· The law favors preference customers and the Ninth Circuit Court has supported this

· There are benefits to an agreement and certainty, however we could come out much better by adhering to the law

· An agreement has no bearing on how the payment will be calculated
· By waiting, the utilities are assured that BPA is adhering to the law
· The true up is going to assure that the payments are made according to the law
· After repayment it will be used by the PUD to make upgrades to the infrastructure
· Any agreement with the Direct Service Industries (DSI) will impact benefits to the Investor Owned Utilities
· PNGC has sued BPA over providing contracts to the DSIs
· Bonneville has entered into oral arguments as part of the court process
· Bonneville has been providing cash payments to the DSIs and it was not clear to the court that BPA was getting any consideration for those cash payments
· The payments have been characterized as subsidies

· Until there is clarification it will impact the direction of the Residential Exchange issue
· Contracts with the DSIs terminated in 2006 

· There are more discussions in the industry regarding distrust of BPA
· Kirsten noted that she and Lynn give reports to a small group of decision makers following discussions with customers

· The cost of the Residential Exchange is scheduled to appear on the December customer bill
· The shared rate proposal is still on the table and is getting a share of the attention
· BPA is looking at limiting the amount of MWs that is associated with the shared rate proposal. At this time the number is 500 MWs, however if there is over whelming interest in it, BPA would not offer the shared rates option and would look at how to better structure it so that it wouldn’t put BPA back into the position they are in today with everyone paying a melded rate
· There is no obligation to sell power through specific products
· Those that have a slower growing economy could be paying for the faster growing utility’s economies
· A question was asked regarding providing a melded rate for only smaller utilities 
· A head nod from the utilities of what product they will take will need to come in December of 2008

· BPA’s transmission side had a record year in 2007

· Regardless of what power product the PUD decides on it won’t require any application for transmission or any additional request for transmission.  The existing transmission contract will stay in place
· If a slice or block product were chosen it would effect transmission because they don’t come with a load following piece.  
· If we were to acquire a resource it would require additional transmission 
Operational Year End Report
· Tracy presented an update of operations that includes an amount of annual leave taken per year, and how it affects the amount of manpower left to do the work, and the amount of man hours it takes to do specific projects including the Skokomish Tribes new project on Hwy 101, Walker Mountain, etc.
· There were 25 underground faults throughout the year that contributed to one quarter of the overtime worked in 2007
· The new work plan will be a good tool to project the amount of man hours needed in the future
· Tracy stated that the new work plan will be aggressive
· There will be another report in February that will include achievements made on the water systems and electric system
· If we look at increasing manpower to try to achieve what our strategic plan outlines, we are looking at minimal equipment needs both on the water and electric side
· We are planning to run two full crews, one for new construction and one for maintenance, requiring another flat bed truck and three additional full time employees in the operations department
· On the water side we plan to add one new vehicle and one additional (inside) employee who would work with the Director of Operations 
· A monthly report on outages and safety meetings will be provided to the board at the first meeting of each month
· A strategic plan will come forward in the RUS work plan  
· The total underground in the system is approximately 240 linear miles
· The replacement of the URD cable will be determined by the amount of faults on the line
· Faults are identified and are logged for reference back to 2003
· The new software that is being used now will enable operations to track the faults by computer rather than by hand
Meeting adjourned at 2:55 pm
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Karl Denison - President
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Jack Janda - Vice President
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Ron Gold –Secretary
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